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INDIA:  Now Delhi's policy in the crisis with
Pakigstan should become clearer after an intensive
government review of the situation following I'rime
Minister Gandhi's scheduled return to India tomor-
row.

Mrs. Gandhi roetains ultimate control over pol-
lcy, and officials in New Delhi reportedly have
little information on their government's course of
action in the immediate future. Initial Indian re-
action to Mrs. Gandhi's talks with Western leaders,
however, is gencerally pessimistic that progress
toward a political accommodation between East and
Wost Pakistan has been achieved. Sceveral Soviet
officials stationed in New Delhi--as well as some
senior Indian Army officers--have also recently ex-
pressed skepticism that a pecaceful solution between
Indin and Pakistan is still possible.

Stepped-up military incidents along the India -
Last Pakistan border and accclerated guerrilla op-
crations inside East Pakistan have increased ten-
sion on the subcontinent during Mrs. Gandhi's three-
weck absence. In Bonn, the final stop on her West-
ern tour, Mrs, Gandhi repecated her determination
to scnd the refugees back to Pakistan and again im-
plicd that military force may be the only feasible
means of accomplishing this. (SECRET NO FOREIGN
DISSEM)
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SOUTH VIETNAM:  The ponnibilibty of cutn in US
cconomi ¢ ald has worried many Vicetnamene despite
reassurances from some Saiqgon officialy.,

The Us Senate defeat of the foreign aid bill
in late October has drawn iacreased callys for self-
reliance from some Vietnamese who long have resented
the country'n great dependence on American support.
Informed Victnamese aware of the need for US ecco-
nomi¢ backing, however, have boon more prone to
recad the Senate action as another sign of consider-
able support in the US for an end to American in-
volvement in Vietnam regardleas of the conscquences.

Ganeral uncertainty over the aid quostion
helped spur a rise in prices in Saigon during the
week. Some militant opponents of President Thicu
are trying to use the aid issue to attack the gov-
ernment, charging that it brings into question
Thicu's over-all policy on the war.

Most government officlials have taken a fairly
calm and confident line on the aid question in
public. Last weeck Minister of Economy Ngoc said
he was certain aid would be restored. In more re-
cen. statements, however, Ngoc reportedly warned

thot somg belt-tightening was in order. Ia

cor.versations with members of the US Mission, VIet-

namese cofficials have expressed considerable anxiety
over the developments and some of their concern has

been reflected in the pro-government press.

In his "state of the union" address set for
Monday, President Thieu is likely to try to reassure
the country cencerxningy US support while at the sane
time he will call for some sacrifices and austerity.
Thieu reportedly intends to concentrate on the ccon-
omy in h.s speech, unveiling tne rajor features of
his econonic reform package. The reforms would he
designed *o stimulate economic davelopment and im-
prove the morale of government employees, but the
severity of the reforms could cause some popular
discontent over the short terw. (SECRET NO FOREIGN
DISSEM)
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CHILE:  President Allende reportedly has adopted
A strateqgy that amproves his chance of restructuring
congress to be more responsive to his political pro-
Grams .

25X1C the President
belicves that he has so Tormulated his proposal. for
creating a unicameral legislaturce that it might be
passed by the present congress. llis plans include
oo updated reallocation of scats and other fceatures
that appear to be logical reforms for the conyress
and its cumbersome procedures; they do not include
provisions granting broad powers to a "people's as-
sembly" that were part of his Popular Unity coali-
tion's platform. Among the items thot make Allende's
proposal palatable to opposition legislators, it

25X1C protects scnators' terms that extend to 19/6. [;::;:]

even conscrvative National Paclty
membecrs takc excoption to only minor aspects of the

bill.

25X1C

Allende's reported comments indicate that he
has tailored the bill to win the support of the op-
position Christian Democratic Party (PDC), the
largest both in Chile arnd the congress. He said that
the bill contains "adequate guarantces" that the PDC
could not rcject, a reflection »f his severoal suc-
cesses in co-opting support from the party by strat-
agems that ¢ventually work to its disadvantage. PDC
legislators have said that they could stall a uni-
cameral assembly bill up to a year by the lengthy
amendment process, but Allende reportedly plans to
avcid that by demanding that the legislation be
passed as submitted cr rejected.

1f 1t 1s rejected, ae intends to call a pleb-
iscite on the matter, bvt to cast 1t in terms of
capitalism versus socialism rather than between de-
mocracy and Marwkism, on which the Christian Democrats
~zuld make an effective campaign.

(continued)}

\
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Allende's romark thoet a plebiscite muat be held
within gix months because economic problems could
bring down hig administration within a year appoars
to be hyperbole to impress his listeners with the
nced for belt tightening., (SECRET NO FOREIGN DISSEM)
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BRAZIT,:  The terrorist National Liberating
Action (ALN) reportedly plang attacks against Amer-
lcan targoets in Rio de Janciro before 20 November.

The ALN has been active with a series of minor
but annoying anti-US actions in Sao Paulo, and the
planned Rio opcrations are presumably similar. A
portion of the Sao Paulo group, considered the ter-
rorists' best assault tecam, has now moved tec Rio.
An attempted robbery by about a dozen terrorists on
8 November apparently was an ALN effort. A list of
Rio doctors who would treat ALN wounded reportedly
has becn prepared. In Sao Paulo a wounded terror-
ist recently was forced to seek professional treat-
ment and eventually fell into the hands of police.

Security forces have been concerned that the
ALN would expand its activities to embarrass the
government before President Medici's visit to the
US in December. Officials in the capital, Brasilia,
were alerted after the recent discovery cf a terror-
ist list containing the names and addresses of all
foreign diplomats and a map of the West German Em-
bassy. With Presidential Counsellor Finch scheduled
to visit Rio in late November, the military will be
even more vigilant and inclined to take vigorous
action against extremist activity. (SECRET NO FOR-
EIGN DISSEM)
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USSR~CUBA: Since lecaving lHavana three days
ago the Sovicet naval task force has been operating
in the Gvlf of Mexico and the Caribbean.

buring their first day out of port the Kresta
and Kashin, along with the two r=-class submarines,
conducted operations northwest of Havana with Cuban
Navy subchascrs and aircraft. Following this, one
of the submarincs went into the port of Maricel and
is still there.

Early this morning the ships were strung out
west of llavana after splitting into three groups fol-
lowing refueling uvperations on 1l November. Travel-
ing aione, the Kresta was some 100 nautical miles
southwest of Havana while the Kashin, in company
with the remaining submarine, was located farther
north in the Gulf of Mexico. The tanker and a So-
viet intelligence collection ship that joined the
group on 10 November are now in the Caribbean.

If the ships follow the pattern of past naval

visits, they may call at Cienfuegos for a short time
beforz heading into the Atlantic. (SECRET)
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CEYLON: The government plang to initiate
limited austerity meusures to casc its hecavy wel-
farce burden.

in his budget speech to parliament on Wednes-
day, the finance minister proposcd an increase in
the price of the weekly rice ration from two cents
te 17 cents. The price of flour and postage rates
also would be raised. For the first time a fceo
would be charged for medical treatment and supplies.
Appatantly to soften the public's reaction to the
austerity measures, Prime Minister Bandaranaike
announceG that. an extensive land—reform program
would be undertaken to redistribute income in favor
of the poor.

The proposed budget, however, includes an in-
crease of over 50 percent in defense expenditures--
primarily to contain the insurgency problem--that
will heavily offset savings from the austerity
measures. Continuing restrictions on the private
sector, moreover, are likely to undermine the gov-
ernment's proyram contained in the five-year plan
unveiled this week to increase investment and
thereby accelerate economic growth. (CONFIDENTIAL)

12 Nov 71 Central Intelligence Buelletin
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LCYPT:  Irenident Sadat, in hig addross to the
nation yosterday, cloned no doors in the search forp
A Middle Easnt settClemont but held the U5 accountable
For the deadlocked negotiations.,

In what. was bhilled as a major policy statement,
vadat for the mont part hewed to well=known Egyptian
conditions tor an accommodation with Isracl.  Amona
other demands were the 1907 requirements for total
Loracll withdrawal from territory scised during the
war and the restoration of the riqghts of the Palen-
tintans. He again called for a clear linkaye bo-
tween an intevim agreement and a comprohensive set-
tlement, a limited ccaso-Tire of six months follow-
ing an interim agreement, and the occupation of the
cast bank of the canal by Egyptian forces. As a
necessary first step, he said, the Israclis must
respond to Ambassador Jarring's roquest to state
their conditions for a final scottlement,

Sadat dwelt at length on his rationale for the
failure, thus far, of US mediation offorts.  He
sharply castiqgated Washington both for succumbing
to "Zionist pressure” from within the US and for
using 'sracl as a "tool" for Amcrican interests in
the Middle East, Tn a clearly intended contrast,
ne lauded the Soviet Union, "a {riend in war and a
friond in peace," which "withheld no assistance teo
strengthen our military ability.”

Sadat's confidant, Muhammad Haykal, had given
a preview of the address to the US interests scction
in Cairo. Haykal, complaining bittcrly that he
could not understand the current US approach to the
negotiations, urged, as a favor to Sadat, a temper=
ate US responsc to the speech.  (CONFIDENTIAL))
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